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§412.103 Special treatment: Hospitals
located in urban areas and that
apply for reclassification as rural.

(a) General criteria. A prospective pay-
ment hospital that is located in an
urban area (as defined in subpart D of
this part) may be reclassified as a rural
hospital if it submits an application in
accordance with paragraph (b) of this
section and meets any of the following
conditions:

(1) The hospital is located in a rural
census tract of a Metropolitan Statis-
tical Area (MSA) as determined under
the most recent version of the Gold-
smith Modification, the Rural-Urban
Commuting Area codes, as determined
by the Office of Rural Health Policy
(ORHP) of the Health Resources and
Services Administration, which is
available via the ORHP Web site at:
hitp://www.ruralhealth.hrsa.gov or from
the U.S. Department of Health and
Human Services, Health Resources and
Services Administration, Office of
Rural Health Policy, 5600 Fishers Lane,
Room 9A-55, Rockville, MD 20857.

(2) The hospital is located in an area
designated by any law or regulation of
the State in which it is located as a
rural area, or the hospital is designated
as a rural hospital by State law or reg-
ulation.

(3) The hospital would qualify as a
rural referral center as set forth in
§412.96, or as a sole community hos-
pital as set forth in §412.92, if the hos-
pital were located in a rural area.

(4) For any period after September 30,
2004 and before October 1, 2006, a CAH
in a county that, in FY 2004, was not
part of a MSA as defined by the Office
of Management and Budget, but as of
FY 2005 was included as part of an MSA
as a result of the most recent census
data and implementation of the new
MSA definitions announced by OMB on
June 6, 2003, may be reclassified as
being located in a rural area for pur-
poses of meeting the rural location re-
quirement in §485.610(b) of this chapter
if it meets any of the requirements in
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paragraphs (a)(1), (a)(2), or (a)(3) of this
section.

(5) For any period after September 30,
2009, and before October 1, 2011, a CAH
in a county that, in FY 2009, was not
part of an MSA as defined by the Office
of Management and Budget, but, as of
FY 2010, was included as part of an
MSA as a result of the most recent cen-
sus data and implementation of the
new MSA definitions announced by
OMB on November 20, 2008, may be re-
classified as being located in a rural
area for purposes of meeting the rural
location requirement in §485.610(b) of
this chapter if it meets any of the re-
quirements under paragraph (a)l),
(a)(2), or (a)(3) of this section.

(b) Application requirements—(1) Writ-
ten application. A hospital seeking re-
classification under this section must
submit a complete application in writ-
ing to CMS in accordance with para-
graphs (b)(2) and (b)(3) of this section.

(2) Contents of application. An applica-
tion is complete if it contains an expla-
nation of how the hospital meets the
condition that constitutes the basis of
the request for reclassification set
forth in paragraph (a) of this section,
including data and documentation nec-
essary to support the request.

(3) Mailing of application. An applica-
tion must be mailed to the CMS Re-
gional Office by the requesting hospital
and may not be submitted by facsimile
or other electronic means.

(4) Notification by CMS. Within 5 busi-
ness days after receiving the hospital’s
application, the CMS Regional Office
will send the hospital a letter acknowl-
edging receipt, with a copy to the CMS
Central Office.

(5) Filing date. The filing date of the
application is the date CMS receives
the application.

(c) CMS review. The CMS Regional Of-
fice will review the application and no-
tify the hospital of its approval or dis-
approval of the request within 60 days
of the filing date.

(d) Effective dates of reclassification. (1)
Except as specified in paragraph (d)(2)
of this section, CMS will consider a
hospital that satisfies any of the cri-
teria set forth in paragraph (a) of this
section as being located in the rural
area of the State in which the hospital
is located as of that filing date.
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(2) If a hospital’s complete applica-
tion is received in CMS by September
1, 2000, and satisfies any of the criteria
set forth in paragraph (a) of this sec-
tion, CMS will consider the filing date
to be January 1, 2000.

(e) Withdrawal of application. A hos-
pital may withdraw an application at
any time prior to the date of CMS’s de-
cision as set forth in paragraph (c) of
this section.

(f) Duration of classification. An ap-
proved reclassification under this sec-
tion remains in effect without need for
reapproval unless there is a change in
the circumstances under which the
classification was approved.

(g) Cancellation of classification—(1)
Hospitals other than rural referral cen-
ters. Except as provided in paragraph
(2)(2) of this section—

(i) A hospital may cancel its rural re-
classification by submitting a written
request to the CMS Regional Office not
less than 120 days prior to the end of its
current cost reporting period.

(ii) The hospital’s cancellation of the
classification is effective beginning
with the next full cost reporting pe-
riod.

(2) Hospitals classified as rural referral
centers. For a hospital that was classi-
fied as a rural referral center under
§412.96 based on rural reclassification
under this section—

(i) A hospital may cancel its rural re-
classification by submitting a written
request to the CMS Regional Office not
less than 120 days prior to the end of a
Federal fiscal year and after being paid
as rural for at least one 12-month cost
reporting period.

(ii) The hospital’s cancellation of the
classification is not effective until it
has been paid as rural for at least one
12-month cost reporting period, and not
until the beginning of the Federal fis-
cal year following such 12-month cost
reporting period.

(iii) The provisions of paragraphs
(2)(2)(1) and (g)(2)(ii) of this section are
effective for all written requests sub-
mitted by hospitals on or after October
1, 2007, to cancel rural reclassifications.

[66 FR 47048, Aug. 1, 2000, as amended at 69
FR 49244, Aug. 11, 2004; 69 FR 60252, Oct. 7,
2004; 70 FR 47486, Aug. 12, 2005; 72 FR 47411,
Aug. 22, 2007; 74 FR 43997, Aug. 27, 2009]

42 CFR Ch. IV (10-1-13 Edition)

§412.104 Special treatment: Hospitals
with high percentage of ESRD dis-
charges.

(a) Criteria for classification. CMS pro-
vides an additional payment to a hos-
pital for inpatient services provided to
ESRD beneficiaries who receive a di-
alysis treatment during a hospital
stay, if the hospital has established
that ESRD beneficiary discharges, ex-
cluding discharges classified into MS-
DRG 652 (Renal Failure), MS-DRG 682
(Renal Failure with MCC), MS-DRG 683
(Renal Failure with CC), MS-DRG 684
(Renal Failure without CC/MCC) and
MS-DRG 685 (Admit for Renal Dialy-
sis), where the beneficiary received di-
alysis services during the inpatient
stay, constitute 10 percent or more of
its total Medicare discharges.

(b) Additional payment. A hospital
that meets the criteria of paragraph (a)
of this section is paid an additional
payment for each ESRD beneficiary
discharge except those excluded under
paragraph (a) of this section.

(1) The payment is based on the esti-
mated weekly cost of dialysis and the
average length of stay of ESRD bene-
ficiaries for the hospital.

(2) The estimated weekly cost of di-
alysis is the average number of dialysis
sessions furnished per week during the
12-month period that ended June 30,
1983 multiplied by the average cost of
dialysis for the same period.

(3) The average cost of dialysis in-
cludes only those costs determined to
be directly related to the dialysis serv-
ice. (These costs include salary, em-
ployee health and welfare, drugs, sup-
plies, and laboratory services.)

(4) The average cost of dialysis is re-
viewed and adjusted, if appropriate, at
the time the composite rate reimburse-
ment for outpatient dialysis is re-
viewed.

(5) The payment to a hospital equals
the average length of stay of ESRD
beneficiaries in the hospital, expressed
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